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ACCORDING to all the signs, a new figure 
is going to be added to the group of 
wax images in the museum of vanishing 
Americans. It is to be labeled as follows: 
“American Corporation Director, Old Style.” 
If modeled after the popular conception, the 
statue will be that of a bald-headed, portly, 
cigar-smoking gentleman in a frock coat. In 
one hand this proud piece of paraffine will 
clutch a twenty-dollar gold piece and in the 
other a corporate seal bedecked with red 
and blue ribbons. His bearing will suggest 
serenity, affluence, and a gentle absent-mind- 
edness. When future generations of Amer- 
cans tour the museum, the guides will point 
to the well-tailored efigy among the Indians, 
the Buffalo Bills, and the windjammer cap- 
tains, and drone: “This man had the easiest 
job in the world, ladies and gentlemen. All 
he had to do was go to meetings, shake 
hands with everybody, and receive twenty- 
dollar gold pieces.” 


THs is an unfair and whimsical exagger- 
ation and is presented merely to empha- 
size a profound change that is now taking 
place in managerial thinking regarding cor- 
porate directors. But it cannot be gainsaid 
that in the past there have been extremes of 
corporate sinecurism that not only vitiated 
boards of directors but laid the entire direc- 
torship system open to public criticism and 
ridicule, which in the large majority of in- 
stances was completely unjustified. 


No for the sake of efficiency, and mind- 
ful of their public relations, companies 
are taking steps to streamline their boards 
of directors. There is wide interest in the 
subject of “working” and “professional” 
directors. Women are being elected to direc- 
torates, and one frequently reads of concerns 
naming representatives of the public to their 
boards of directors. 


W Ht changes in management will be 
wrought by the Forties it is hard to 
guess. Apparently one of them will be an 
important increase in the effectiveness of 
directors. More about the whole subject on 
page 45 (New Jobs for Directors). 
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Current Comment 
THE VAIN SEARCH FOR SECURITY 


On every side today we hear the 
insistent demand for security. It is, perhaps, the most characteristic 
note of our age. Rich and poor alike demand it. The extraordinarily 
large cash balances held, the flood of deposits in savings banks at 
the minimum interest rates in history, the prices of gilt-edged bonds, 
are all merely indices of the demand for security above every other 
consideration. : | 

Among those with little or no reserves the demand takes the 
different form of the Townsend Plan, the California “Thirty dollars 
every Thursday,” the Federal social security legislation, and the 
many other ways of attaining security at someone else’s expense. 
Fascism, Nazism and Communism are symptoms of the same disease. 

Yet throughout the long history of man, for the most part, 
property and even life have been uncertain. Twenty-five hundred 
years ago in the well-ordered kingdom of, Persia, Cyrus the Great 
said that nothing which man possesses is secure. Nevertheless the 
mere fact of risk in the past has not deterred men from going 
ahead and taking chances. The age of Pericles in Athens, which 
was marked by one of the greatest advances man has made, was 
also one of great wars in which the very existence of Athens was 
at stake. In another great flowering time of the human mind—the 
Italian Renaissance—the fate of individuals and states was always 
uncertain. In England the Elizabethan period was one of the most 
daring and glorious in her annals, though it was a period of almost 
constant insecurity. In our own history, manufacturing was built 
up during the uncertainties of the Napoleonic Wars and the War 
of 1812. 

The demand for security is a demand that we shall not have to 
worry, to work or to take chances, to risk work for nothing. We 
already see its effect in the slowing down of industry because of 
lack of venture capital, in the taxation which is eating rapidly into 
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our accumulated store of capital, in the growing belief that society 
owes everyone .a comfortable living and not merely a helping hand. 
Why, in view of what peoples have done in past periods of 
uncertainty, have we suddenly collapsed in the face of our own 
uncertainties? I think the answer is to be found, in the main, in 
one changed condition. The capitalist today knows he may lose, 
if his judgment is wrong, but also that if he is right, what he may 
be allowed to retain is so small, in comparison with the risks, that 
the game is not worth the candle. He has always been willing to 
take great risks for the sake of great profits, but no sane man takes 
: great risks for nothing. 
c It is not merely that taxation is heavy, with every prospect of 
y its being yet heavier in the future, but that it tends to be used 
t punitively with the intention of remodeling our social system into 
a form unknown. And while there is much in the New Deal that 
. has been good, its philosophy, as held by many of those in high 
places, has been so colored with apparent antagonism to the whole 
profit system that business cannot but be hesitant. 
: We cannot go back to the complete individualism of personal 
e hiring-firing, private charity, and all the rest of the pre-industrial 
days. We cannot, either, expect a workman to bring up a family 





: and save enough out of his earnings between, say, 20 and 50 to 
t, support himself in old age. The delicate point is where to draw 
d the line between a security which will not sap ambition and prevent 
it accumulation of new capital and one which will make a contented 
e society. The present search for security, as we have been carrying 
2 it on, can end only in starvation for both capital and labor. 
h I think the American working man, like the American capitalist, 
Ss is willing to work and take some chances, but both want to be 
1S assured of a fair chance—the capitalist for profits, and the work- 
e man for a job and some insurance against adversity and old age. 
ys Security for all would be immensely increased if business could 
st get a go-ahead signal and believe it. Jobs would be created, taxes 
st could be reduced, social insurance could be carried. We can achieve 
lt reasonable security, but unless this or some other Administration 
at can get together with industry, unless capital and labor can come 
to a better understanding, and unless warring labor ranks can pull 
to themselves together, there will not only be no security for anyone 
Te but also no lasting reform. 
of JAMES TRUSLOW ADAMS. 
to Abstracted from Barron’s, January 15, 1940. 
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How Imminent Is Inflation? 


UTBREAK of the European war 
has again brought the question 
of inflation to the forefront of 

economic discussion in the United 
States. An analysis of the situation in 
this country, however, would indicate 
that the fear of general inflation in the 
near future is unwarranted, unless the 
United States becomes involved in the 
war or the deficit of the Government 
should rise much faster than is gen- 
erally expected. 

The European war, in itself, cannot 
bring about a material increase in 
prices in the United States. In the first 
place, it is significant to note that the 
two important belligerents, namely, 
the British and French empires, are 
much more economically self-sufficient 
and far better equipped to supply the 
increased requirements of war than 
was the case in 1914. Hence, the de- 
mands on the part of Great Britain and 
France for commodities in this country 
are bound to be smaller than they were 
during the last war. 

As long as the United States does 
not become involved in the present 
war, a contingency which is neither 


desired nor expected, the following 
factors must be considered in analyz- 
ing the question of the imminence of 
inflation: 

1—There is a huge supply of all 
kinds of goods in the United States. 
While it is true that certain products, 
such as tin, rubber, coffee, and silk, 
have to be imported and that the prices 
of some of these commodities have 
risen . materially, yet the fact should 
not be overlooked that this has only a 
relatively small effect on the movement 
of the broad level of prices in the 
United States. 

2—The income and _ purchasing 
power of the great majority of people 
in the United States is limited. 

3—The industrial capacity of the 
United States is very great, and the 
efficiency of labor in recent years, as 
a result of the introduction of labor- 
saving devices and the installation of 
new machinery, has further increased 
the capacity to produce. 

4—The arrangement between Great 
Britain and France, whereby competi- 
tive bidding in neutral markets has 
been replaced by a unified, studied, 
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and gradual buying policy, will pre- 
clude spectacular price rises even in 
war commodities. 

Under such circumstances, a mate- 
rial increase in prices is not to be 
expected, and events during the past 
few months have borne out this con- 
tention. 

It is evident, also, at the present 
time that the population in the United 
States is gradually becoming aware of 
the latent danger of the continued defi- 
cits of the Federal budget. As a result 
of the huge inflow of gold and the firm 
tendency prevailing in commodity 
prices, the demand for a further de- 
valuation of the dollar has practically 
disappeared. 

That a moderate increase in prices 


is taking place as a result of the Euro- 
pean war and of improved business 
conditions in the United States is obvi- 
ous. But even if prices were to rise by 
15 to 20 per cent above their current 
level, this still could not be termed 
inflationary, because the level would 
then be about the same as existed in 
1926. 

The only forces that could bring 
about price inflation in the United 
States would be involvement in the 
European conflagration and a huge 
deficit by the Government for military 
purposes, financed by unorthodox 
methods. Neither of these events is 
likely to occur in the immediate future. 
By Marcus Naber. Barron’s, Decem- 
ber 25, 1939, p. 3:1. 


New Jobs for Directors 


HE Forties are showing every 

sign that they will be years of 

marked advance in corporate 
technique, both in more skilled public 
relations and more perfected balance 
in management. Quite certainly one 
of the developments to be expected 
will be the improvement of general 
effectiveness of boards of directors 
from stockholders’, public relations 
and technical management points of 
view. 

“Outside,” salaried, “professional,” 
“working” members of boards of di- 
rectors are now no longer theories or 
abstract ideas; they are proved, going 
methods in corporations of size and 
leadership. 
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England has for many years experi- 
mented with the system of “working” 
or “professional” members of boards 
of directors, and while it has not fully 
solved all the problems connected with 
the method, it is regarded there as hav- 
ing solidly proved its worth. In 19 
large English corporations, 73 direc- 
tors receive over $5,000 a year in 
salary—as contrasted with only 38 in 
458 large American corporations. 
Imperial Chemical pays directors an 
average remuneration of over $20,000 
a year; Shell Transport, $9,000; and 
Courtauld’s, $6,500. In fact, Cunard 
White Star pays the record sum of 
6.69 per cent of its profits in directors’ 
fees, against an average of about 1.5 
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per cent by other large English cor- 
porations, and an infinitesimal frac- 
tion by large American corporations. 
The traditional American director’s fee 
has been $20—once in the form of a 
gold piece—for each session. 

A few wide-visioned American cor- 
porations have for years back included 
on their boards of directors one or 
more men who would fall under the 
classification of “outsiders” or profes- 
sionals (of a non-banker type), usu- 
ally counselors or lawyers; accounting, 
engineering or marketing specialists. 
But in the main the large proportion 
of outsiders, so-called, have been bank- 
ers with some financial relationship to 
the concern, and therefore not exactly 
outsiders. | 

In 1938, the Johns-Manville Cor- 
poration made one of the first genuine 
moves in revamping directorates when 
it elected to its board of directors a 
representative of the public in the per- 
son of Dr. Walter A. Jessup, president 
of the Carnegie Foundation for the 
Advancement of Teaching. Last sum- 
mer the Freeport Sulphur Company 
elected President Alan Valentine of the 
University of Rochester to the board 
of directors “in recognition of an en- 
larging responsibility to the American 
people on the part of business.” In 
1939, the Middle West Corporation 
voted to have salaried directors—to 
pay $3,000 a year to directors not 
holding other official positions. About 
50 large corporations in the United 
States pay fairly good sums to “out- 
side” directors. 

Today it is more appreciated than 
‘ever that directorships in corporations 
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‘are a serious responsibility, legally, 


financially, morally and technically, 
The better-pay aspect of the subject, 
and that of having someone on the 
board to represent the public, in recent 
years have won more and more atten- 
tion. The Bethlehem Steel Corporation 
has for many years paid directors sub- 
stantially, as have some other corpor- 
ations. Some have put advertising or 
public relations men on the board in 
an endeavor to interpret public opin- 
ion. But the new impetus to the subject 
stems mainly from the McKesson & 
Robbins aftermath, with auditing firms 
and the Stock Exchange realizing the 
anomaly of a management which holds 
all the places on the board of directors 
and hires auditors to certify to its own 
records of management. This is a dan- 
gerous as well as basically unfair situ- 
ation and obviously calls for voluntary 
steps of remedy. . 

Beyond this, however, is the pure 
question of technical efficiency and 
sound organization. Major questions 
of administration which properly are 
“board matters” need the more deliber- 
ative judgment of a group of advisers 
who have the requisite breadth of un- 
derstanding both to recognize good 
plans proposed by executives and to 
coordinate all essential points of view, 
without possessing the power to pass as 
directors on their own plans as execu- 
tives and managers. 

Here is a job, just begun, for the 
Fairer Forties (displacing the Threat- 
ening Thirties) to attack intelligently 
and competently, as a move for better 
business. By J. GeoRGE FREDERICK. 
Forbes, January 15, 1940, p. 12:3. 
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Design Piracy 


T seems to be true that there are 

some industries in which the prob- 

lem of copying designs has become 
so acute that the executives are unable 
to consider the subject dispassionately. 
In these trades epithets are hurled at 
the copyists, relegating them to the 
company of robbers and pirates; in 
fact, the practice is often referred to 
as “design piracy.” 

One of the most widely publicized 
forms of design copying is that which 
occurs in connection with the Parisian 
dressmakers who labor nearly as dili- 
gently making costumes as in fostering 
the myth of their own originality. They 
announce their “creations” at four 
style shows a year, which they call 
their “openings.” Manufacturers pur- 
chase garments with the privilege of 
making copies, and no objection seems 
to be raised to this practice. An objec- 
tionable type of copying occurs when 
the assistant buyer, who is usually em- 
ployed because of possessing “photo- 
graphic eyes,” makes sketches of many 
of the garments after the show, since 
in this way the manufacturer has the 
advantage of having a dozen or more 
designs although he has bought but 
four or five. 

The methods by which copying takes 
place in the various trades differ in 
practical details according to the char- 
acter of the market, particularly with 
respect to the channels of distribution 
employed, and to some extent accord- 
ing to the source of designs. Without 
devoting space to each of these indus- 
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tries, we may observe that in all of 
them the complaint is essentially uni- 
form, namely, that wherever a design 
appears for sale in public or semi- 
public view it may become the sub- 
ject of widespread copying, particu- 
larly if it is proving to be popular. 

Under the common law a copyist is 
permitted to copy any unregistered 
design (i.e., one not patented or copy- 
righted) and even the minutest detail 
of the design, if in the sale of goods 
he does not represent himself to be the 
originator. Conversely, it becomes the 
task of the originator so to establish 
the form of his product in the minds 
of the public that it becomes looked 
upon as his product; an example of 
this occurred when the Shredded 
Wheat Company was successful for a 
time in preventing another firm from 
copying the design of its biscuit. The 
courts call this a “secondary meaning,” 
the association of ideas in the public 
mind. In industries selling style goods, 
which customarily offer new models on 
anywhere from a semi-monthly to an 
annual basis, it becomes impossible to 
establish such an association, and hence 
the protection is valueless. 

Upon occasion a decorative design 
may be patented, although designers 
know that patent office refusals are 
more common than acceptances. The 
chief difficulty with this form of pro- 
tection is the need for meeting the test 
of inventiveness, what we might look 
upon as absolute novelty or originality. 
Designs in textiles, garments, shoes, 
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hats, handbags, furniture, and so on 
have been made for years, and a char- 
acteristic of many of the latest styles 
is a readaptation of some which had 
been in fashion years ago, since it is, 
in fact, exceedingly difficult to bring 
out a design in these trades which pos- 
sesses the quality of inventiveness. 

Many industries have sought to or- 
ganize themselves for the regulation of 
copying. The most successful group in 
this endeavor was the Silk Association, 
which founded its design registration 
bureau. The Shoe Fashion Guild found 
it necessary to patent an occasional 
design, and with this weapon a few 
threats of suits were sufficient to awe 
copyists who were, of course, not mem- 
bers of the guild. The Millinery Qual- 
ity Guild achieved its force by getting 
such a coverage of the trade that the 
Federal Trade Commission ordered it 
to cease and desist. The Fashion Origi- 
nators Guild, composed of women’s 
garment makers, devised a system of 
retailer cooperation which worked quite 
well, but is now under an investigation 
by the FTC that may lead to some 
alteration of its methods. 

The copyist interferes with the mar- 
ket for originals in two ways: by pro- 
ducing a style which is as similar in 
appearance as different materials and 





technique will permit, and by offering 
it at a. lower price. Of the two forms 
of competition, it seems that the chief 
objections are raised to the price-cut- 
ting aspect, since competitors who sell 
similar styles at the same price are not 
nearly so troublesome as those who sell 
the same or similar goods at lower 
prices. 

However, those who complain about 
copying fail to realize that without the 
social process oi imitation the lucrative 
business of fashion could not exist. 
Granting, as we must, that there are 
many consumers unable to purchase 
the so-called originals which are ex- 
pensive, we face the problem of who 
should furnish them with desirable 
styles. Desirable styles must, of course, 
be imitations. Producers of highly 
styled merchandise fail to realize that 
the process of copying is responsible 
largely for the fact that their customers 
throw aside goods which still have 
hours of use left in them purely be- 
cause they have become commonplace. 
If copyists destroy markets, they also 
create them, since the demand for 
highly styled goods is but a part of 
the whole social process of fashion in- 
volving the style cycle as its chief 
characteristic. By KennetH D. Hutcu- 
INSON. Harvard Business Review, Win- 
ter, 1940, p. 191:8. 


Entrance Rates of Common Labor 


i July, 1939, the average hourly entrance rate of pay of adult male common 
laborers in 20 industries amounted to 49.9 cents. Of the 192,648 male common 
laborers at entrance rates in 6,448 reporting establishments, 9.8 per cent had rates 
of 25 cents per hour or less, 12.6 per cent less than 30 cents, and 20.7 per cent 
less than 40 cents. Nearly three-fourths of the total, however, had rates of between 


40 and 67.5 cents per hour. 
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Office Management 


Employment of Women After Marriage 


O secure information with regard 

to prevailing practice in the em- 

ployment of married women, the 
National Industrial Conference Board 
recently sought an expression of atti- 
tude toward this question from repre- 
sentative companies. Information was 
received from 484 concerns employing 
a total of 1,150,646 workers. 

The policies of many companies re- 
garding the status of women employees 
who marry have been adopted fairly 
recently. In such cases it is frequently 
the practice to exempt from the appli- 
cation of the policy women who were 
in the employ of the company when 
the policy was announced. 

More companies (40.9 per cent) 
stated that they had a definite and 
fixed policy concerning women office 
employees who married than concern- 
ing women factory employees (24.2 
per cent). In both cases, however, the 
more general practice was to leave the 
policy somewhat flexible. 

A new factor in the situation is the 
increased prevalence of contracts with 
labor organizations which set forth 
regulations affecting the rights of em- 
ployees. Most union agreements con- 
tain seniority provisions governing 
layoff and discharge procedure, and 
only in rare cases is any distinction 
made between married and single 
women employees. When, therefore, 
there is no provision that cancels a 
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woman employee’s seniority rights af- 
ter she marries, the management can- 
not, even if it believes that such a 
policy is wise, terminate a woman’s 
employment solely because she has 
married. 

Three gradations of willingness for 
women employees to remain after mar- 
riage were recognized in the Board’s 
survey. Some companies feel that the 
matter of a woman employee’s mar- 
riage is entirely extraneous in any 
consideration of her value to the com- 
pany and of her right to employment, 
and frankly encourage such employees 
to continue in their occupations. A 
large group of companies consider 
their policy to be merely one of hav- 
ing no objection to a married woman’s 
continuing at work and, therefore, 
place no obstacle in the way of her 
remaining at her job. In the case of 
office employees, practically 60 per 
cent of the companies covered place 
no restrictions on the continuing in 
employment of women who marry. A 
somewhat lower proportion (54.3 per 
cent) apply this policy to factory 
workers. 

Sometimes approval of a woman’s 
working after marriage is qualified by 
the requirement that her husband be 
not also employed by the company, or 
sometimes by the same department or 
unit of the company. In some of these 
cases the woman leaves automatically 
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when she marries, and in other cases 
the decision as to which shall go and 
which remain is apparently left to the 
couple. 

The policy of definitely forbidding 
women employees to remain after mar- 
riage, applies much more generally to 
office employees than to factory work- 
ers. Practically 23 per cent of the 
reporting companies forbid women 
office employees to remain after mar- 
riage, but only about 8 per cent place 
the same restriction on factory workers. 

A considerable number of companies 
permit application for reemployment 
if a former employee is widowed or 
if her husband is disabled and unable 
to support her. A smaller number also 
permit application for reemployment 
if the woman is divorced, or if her 
husband is unemployed. 

When women employees are retained 
after marriage, policies vary with re- 
gard to the conditions under which 





they leave their jobs in the event of 
anticipated childbirth. Insofar as office 
employees are concerned, practice is 
fairly evenly divided between requir- 
ing resignation and permitting the 
employee to apply for a leave of ab- 
sence. In the case of factory employees, 
the preference is two to one in favor of 
granting the leave of absence. This 
latter practice does not in most cases 
guarantee reemployment. 

A new factor in the situation is the 
outbreak of war in Europe, with its 
possible immediate and ultimate effects 
on American industry and _ business. 
Adoption of rigid policies against em- 
ploying women after marriage seems 
likely to be arrested for the time being, 
since the course of events may even- 
tually make it necessary even to seek 
the services of married women. . By 
Harotp F. Browne. The Conference 
Board Management Record, October, 
1939, p. 149:8. 


Analysis and Protection of Records 


N order that action can be taken 
| to protect records and valuable 
papers in a practical way, a survey 
should be made to classify all records 
and separate them into groups based 
upon their relative importance. There 
are bound to be special factors which 
should be weighed before determining 
a classification. However, some general 
factors will apply to records in nearly 
any establishment — e.g., contingent 
value, legal value, interference with 
operations, relations with the public or 
customers, relations with government 
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authorities, difficulty of replacement 
and expense of replacement. Unless 
a thorough survey is employed, im- 
portant vital records may be over- 
looked. There are four broad classes 
which have been found satisfactory in 
the classification of records: 

Crass 1—VITAL RECORDS: Those giv- 
ing direct evidence of legal status, owner- 
ship, accounts receivable and _ incurred 
obligations. In this group will be papers 
that are indispensable for the continuance 
of the business, original documents, tax re- 
turns, insurance settlement, etc. 


Crass 2—IMPORTANT RECORDS: Those 


that can be reproduced from original sources 
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only at considerable expense. In this group 
are many statistical studies and the sup- 
porting data for them, as well as accounting 
records needed for establishment of the cor- 
rectness of entries and other papers, operat- 
ing records, reports, etc. 

Crass 3—USEFUL RECORDS: Records 
which are helpful for routine assignments 
and the smooth operation of the business. 
Their loss would occasion inconvenience 
but would present no great obstacle to the 
continuance of the business. 


Ciass 4—NON-ESSENTIAL RECORDS: 
Those that have no value. 

Consideration is not always given to 
the combustible office contents in locat- 
ing the protective equipment. Too 
many times it has been placed in the 
worst possible location. It is difficult 
to obtain measurements under actual 
fire conditions, but temperatures may 
be determined by examination of fire 
ruins, noting the condition of glass, 
metals and other materials with known 
melting temperatures, and experienced 
observers can estimate fire intensity 
within reasonable limits. 

Unfortunately, many executives are 
mistakenly depending upon containers 
that are a masquerade for protection 
and are thereby nursing an open season 
for loss. Price rather than merit has 
too often been the deciding factor in 
the selection of protective equipment. 
The cost of adequate protection is piti- 
fully small when compared with the 
value of the contents. Also, the initial 
cost is the final cost. Wise selection 
pays a big saving in insurance prem- 


iums which may in a short time offset 
the cost of the equipment. 

It is very significant that insurance 
carriers have incorporated the follow- 
ing, in reference to premium rates, in 
their instructions to agents: 

If the records of Accounts Receivable or 
valuable papers insured under a Destruction 
Policy are kept in fire-resistive equipment 
bearing the label of Safe Manufacturers 
National Association or Underwriters’ Lab- 


oratories, Inc., one of the following discounts 
may be allowed: 


S.M.N.A. Four-Hour Label 
Und. Lab. Class A Label 


S.M.N.A. Two-Hour Label 
Und. Lab. Class B Label 


S.M.N.A. One-Hour Label } 5% 
Und. Lab. Class C Label ” 


Realizing that the public must be 
protected from exaggerated or unsup- 
ported claims, leading manufacturers 
cooperate with the American Society of 
Testing Materials, the National Bureau 
of Standards, the National Fire Pro- 
tection Association, the Safe Manufac- 
turers ‘National Association, and the 
Underwriters’ Laboratories, Inc., in 
making protection for records and 
valuables a matter of scientific mea- 
surement, so that in buying protective 
equipment bearing one of the labels 
referred to, the purchaser may know 
from the particular label used the de- 
gree of protection he may expect from 
the equipment purchased. By W. E. 
Houcu, York Safe and Lock Company. 
Published by Risk Research Institute, 
Inc., New York, 1939. 12 pp. 


25% 
2x4 9% 





> NEWEST idea in preserving jobs for older workers: The provision recently 
included in an agreement between New York electrical contractors and a union 
that for every 10 men on any job one must be more than 55. 
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—Forbes 1/15/40 
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Selection of First-Line Supervisors 


(CNELECTION of supervisors from 
S within the group has several 

recognized advantages. The em- 
ployee’s knowledge of the details of 
the job will probably be excellent. He 
will know the other employees them- 
selves and their individual abilities; 
and the other employees will be likely 
to know him and his abilities and to 
accept him readily. Furthermore, the 
effect on group morale of making a 
promotion from within the group will 
probably be favorable. 

On the other hand, there are certain 
disadvantages. If a group is doing 
specialized work, consistently making 
promotions from within is likely to 
provide a succession of supervisors 
who have a very narrow point of view. 
Furthermore, the group may know the 
new supervisor too well and he may be 
handicapped by an intimacy with his 
fellows that quite possibly he has taken 
pains to develop while he was “one 
of the gang.” However, it is probable 
that a man of satisfactory leadership 
qualities can overcome the bad effects 
of. such intimacy and may actually 
turn it to his advantage. 

In the long run, selection from with- 
in the group is a highly desirable 
procedure. However, it is quite likely 
that the selection should not be too 
rigidly confined to the group itself but 
should extend to other company groups 
as well. 
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Closely related to the group as a 
source of supervisory personnel are 
the understudies of supervisors. The 
understudy has the advantage of know- 
ing the work and knowing the person- 
nel, and he may have outgrown undue 
intimacies. Furthermore, if the selec- 
tion has initially been well made, the 
employees themselves have come to 
know the understudy and to respect his 
abilities and will be quite likely to 
accept him favorably as a supervisor. 

If, on rare occasions, it is necessary 
to select a supervisor from outside the 
company, the selection must be made 
very carefully and only the exception- 
ally able and skilful employee chosen. 
Even when an individual is hired with 
full intent to make him a supervisor, 
it may be desirable to give him a 
period of seasoning in a non-supervis- 
ory capacity. 

Apprenticeship and cadet or interne 
training programs are also likely 
sources for supervisors, especially 
when a technical baekground is neces- 
sary. There are conditions where the 
older type of line foreman without any 
particular technical background is no 
longer able to cope with the increasing 
technical aspects of the job and it is 
necessary to place technically qualified 
employees in charge of the groups. 
While these specialized training groups 
can be considered as sources of super- 
visory employees, however, it is wise to 
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absorb the employees who have com- 
pleted the training program into the 
operating force before giving them the 
opportunity to qualify as supervisors. 

Similarly it is undesirable to employ 
people straight from college with the 


self-advertiser, selection by the group, 
selection in the employment office, and 
tests. Training programs form an ex- 
cellent sifting device for the technical 
aspects, and informal training of em- 
ployees by supervisors for the human 





a 
= intention of making supervisors out of relations aspects of the job. Rating or 
he them. These people, too, should be reporting on employees periodically is 
ais given a period of operating experience highly desirable. Issuing invitations 
- and selected for supervisory positions to “write to the president if you want 
™ on the basis of demonstrated abilities. promotion” is likely to disturb people 
wr The employee should be selected for without any particular benefit. The 
the a supervisory position on the basis of employment office should pay attention 
Re his knowledge of the work, including to the supervisory potentialities of a 
his both the procedures and the technical suitable proportion of new employees. 
-* aspects, his knowledge of the person- Standardized tests may, after a period 
aes nel, and his probable abilities as a of experiment, become a useful tool. 
ary supervisor. By Francis H. AcHArD ET AL. From 
the Among the methods of selecting Summary Report of the Silver Bay 
ois supervisory employees or understudies Industrial Conference, published by 
we are special training, employee rating, Industrial Service, National Council of 
ei polling employees, recognizing the the Y.M.C.A.’s, New York, 1939. 
vith 
sor, 
1a Experiment in Stabilization 
ies Two Hartford concerns, Underwood Elliott Fisher Company and United Air- 
craft, have worked out a cooperative plan whereby one will employ certain 
ne surplus personnel of the other. 
i Underwood does not anticipate increased business early in 1940 because of 
cely war conditions, while the aircraft company is increasing employment as rapidly 
ally as possible to fill a record backlog of orders which will keep it at capacity 
throughout the coming year. The plan has been in operation less than a week, 
CES- but already United has employed 50 trained workers from Underwood and the 
the selective process will continue until a substantial number of the surplus employees 
have been absorbed in full-time employment at the aircraft plant. 
any The curtailment plans of Underwood make available skilled mechanics to Pratt 


; no & Whitney division of United Aircraft at this time when activities at the latter 
vlant are being expanded. According to plans, the absorption of the surplus 


sing labor from Underwood will continue as the Pratt & Whitney expansion plans 

it is broaden. 

‘fied The new P. & W. plant addition is rapidly nearing completion, and early in 

ine 1940 just as soon as machinery is installed there will be further additions. United 

ups. Aircraft plans to expand its working force by about 4,000 to 11,000 total during 
the early part of 1940. P. W. submits a schedule of classified mechanics 


ups wanted, and the Underwood rolls are studied to ascertain those qualified and 
per- all such submit applications and otherwise conform. 
sate Underwood regards the release of its employees as a “loan,” and employees are 
3€ not considered as breaking their “continuous service records.” 

—Wall Street Journal 
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Sun Oil Stock Purchase Plan 


HE employee stock purchase plan 

of the Sun Oil Company, of Phil- 

adelphia, is really a series of five- 
year plans which have been in continu- 
ous operation sincé 1926. Each plan 
is materially the same. Any person 
who has been in the employ of Sun 
Oil or any of its operating subsidiaries 
for one year or more is eligible to par- 
ticipate. Each worker may specify 
that up to 10 per cent of his wages is 
to be set aside each payday during a 
period of one year from the start of 
the plan. For each dollar he specifies, 
the company adds 50 cents. 

These funds are placed in trust with 
three trustees, who are responsible for 
the operation of the plan. They con- 
vert them into company common stock, 
and retain all shares for another four 
years after the one year’s payments 
have been completed. As the trustees 
receive-the money, they purchase stock 
at the best price in the open market, 
from individuals or the company. 

If an employee’s relation with the 
company is terminated voluntarily or 
involuntarily during the five-year peri- 
od, he must withdraw from the plan, 
whereupon he receives the stock pur- 
chased by his own contribution, but 
not the company’s contribution. That, 
part goes into a surplus account and is 


prorated at the time of the plan’s dis- 
solution among the remaining partici- 
pants, together with accumulated divi- 
dends and interest. If an employee 
becomes disabled or dies within the 
period, he or his heirs receive full share 
of his participation. 

During the five-year period, each 
employee gets all cash dividends from 
the stock held by the trustees for him 
under the plan. If he withdraws from 
the plan before it is completed, but 
still remains with the company, he re- 
ceives 6 per cent on the money he in- 
vested, less any dividends received. 

At the end of each plan, the shares 
of stock purchased with his own money 
and his part of the company’s money 
are transferred permanently to the em- 
ployee to do with as he wishes. It has 
been found that a majority of these 
employee stockholders retain their 
shares after they get them, although 
some older employees have used the 
plans as a systematic savings basis for 
purchases of their own homes. 

Seventy-five per cent of those eligible 
have shared one or more times in the 
plans. A management spokesman states 
that the program has made for in- 
creased efficiency and esprit de corps 
and has helped to minimize employee 
turnover. Sales Management, Septem- 
ber 15, 1939, p. 60:1. 





> AFTER a year’s test, General Motors now announces that 34,000 employees 
took advantage of its security and layoff benefit plans, receiving non-interest-bearing 
wage advances in excess of $1,500,000. Already 90 per cent has been paid back. 
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Industrial 


OR the purpose of this paper, 

“industrial dermatitis” may be 

taken to mean “an affection of 
the skin predominantly due to occu- 
pation.” 

Industrial dermatitis is seldom if 
ever due to a single cause. While the 
“particular cause” of dermatitis is 
usually some specific, well-recognized 
substance such as turpentine, alkali or 
oil, other occupational and personal 
factors must be taken into considera- 
tion. 

The prevention of industrial der- 
matitis consists in the application of 
certain simple general principles to the 
particular circumstances of each case. 
These principles can be conveniently 
considered under the following head- 
ings: 

1. Control of the primary risk 

2. Control of the secondary risk 

3. Preventive hygiene of the worker. 

Primary agents act either as (1) 
dusts or fumes conveyed to the skin 
in the air, or (2) as liquids or solids 
that are brought into direct contact 
with the worker’s skin during his work. 
Essentially, therefore, the prevention 
of dermititis is either a problem of 
reducing the concentration of toxins in 
the air or of diminishing the actual 
degree and duration of contact be- 
tween the toxic substance and the 
worker’s skin. 

Consideration should be given to the 
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Dermatitis 


following points: (a) Can a non-toxic 
substitute be found for the substance 
actually being used? (b) Can the dust 
or fumes be controlled or reduced at 
or very close to the source of their 
production by the use of fans or other 


means? (c) Can contact of the spe- 


cific agent with the workers’ skin be 
lessened by means of protective cloth- 
ing, elimination of “dirty” jobs, or by 
devising new and cleaner methods of 
handling the goods? For example, the 
handles of paint brushes and sprays 
may be properly guarded and racks 
may be devised for brushes and tools 
to prevent paint from soiling the brush 
handles, etc., or methods of “cleaning 
off’ may be changed, or mechanical 
handling may be substituted for man- 
ual methods, etc. In many cases a 
combination of these methods will pro- 
duce remarkable results. 

The secondary factors should then 
be dealt with on the same lines. The 
temperature and humidity of the shop 
as a whole and the temperature and 
humidity of any particular area in the 
shop should be carefully considered. 
In certain industries, it may be advis- 
able to cease production on processes 
involving a dermatitis risk, during the 
hotter parts of the day, during very 
hot weather, and especially if the at- 
mosphere is humid. Consideration 
should also be given to the possibility 
of reducing friction on the skin. Cau- 
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tion should be exercised in instituting 
overtime. 

This brings us to a consideration of 
the personal aspects of prevention. 

Properly speaking, the selection of 
workers for an “occupation of risk” is 
a medical procedure; but it may be 
said that as a general rule a “blond,” 
fair-haired, red-skinned individual is 
more likely to contract dermatitis than 
his darker, pale or brown-skinned 
fellow. 

There is also a group (well recog- 
nized by doctors) of dark-skinned 
individuals whose skins are unhealthy. 
These people are the dry-skinned or 
the moist-skinned “seborrhoeics.” 

The role of ill-health, and especially 





of “focal sepsis,” is primarily a medi- 
cal matter. If he can avoid it, the wise 
manager will not employ persons who 
“look unhealthy” in an occupation in- 
volving a risk of dermatitis. 

Every worker has a right to know 
what risks (if any) are involved in his 
work and how those risks may be 
avoided. Workers should therefore be 
trained in dermatitis prevention just as 
they are trained in accident prevention. 

Finally the worker should be pro- 
vided with the means of attending to 
the hygiene of his skin and instructed 
in the proper methods of skin hygiene. 

By Howarp E. Co tier, M.D. 
Labour Management, July, 1939, p. 
123:5. 


Rewarding Loyal Service 


W HEN an employee of Felt & Tarrant reaches the 40-year service mark, he 
receives a check for $1,000 at a special annual dinner of the Quarter Century 


Club. At last year’s dinner, held at the Union League Club, Chicago, December 
7, seven men who had just passed their quarter century of service with the 
company received gold watches, and checks for $1,000 were presented to three 
veteran employees who had completed 40 years of service during the year. The 
company now has a total of 82 employees who have served at least 25 years, of 
whom eight have served 40 years or more. 

Presentation of $1,000 to 40-year employees, so far as we have been able to 
learn, is the largest single service award made by any company. 

Felt & Tarrant Manufacturing Company is the well-known manufacturer of 
Comptometer calculating machines in Chicago. 

Another phase of the company’s service plan is the presentation of gold pins 
for service—a one-star pin for five years’ service, two stars for 10 years of service, 
three stars for 15 years, four stars for 20 years, and five stars, plus the gold watch, 


for 25 years of service. 
—American Business 1/40 


Earnings in Knit-Goods Industries 
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HOURLY earnings of workers in the knitted-underwear industry averaged 39.9 
cents in August and September, 1938, as compared with 45.8 cents in the 
knitted-outerwear industry, 56.0 cents in plants making knitted cloth, and 40.9 
cents in glove-knitting establishments. Approximately three-fourths of the em- 
ployees in the underwear and outerwear industries and four-fifths of those in 
glove plants were women. In the knitted-cloth industry, on the other hand, three- 
fourths of the workers were men. Males received substantially higher earnings 
than females in each industry surveyed. These figures are based on data secured 
in-a survey by the Bureau of Labor Statistics immediately preceding October 
24, 1938, the date on which the Fair Labor Standards Act became effective. 
—Monthly Labor Review 11/39 
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Wage Adjustment in Union Agreements 


ERY infrequently do union agree- 

ments in the United States have 

provisions for the adjustment of 
general wage rates during the life of 
the agreement. About 95 per cent of 
the 7,000 agreements now on file with 
the Bureau of Labor Statistics make 
no provision for alteration of general 
wage rates, the wages specified being 
maintained throughout the time the 
agreement is in effect. 

Wage-adjustment plans which have 
been used are of two general types— 
permissive and automatic. The permis- 
sive plans authorize the negotiation of 
new wage rates at stated intervals dur- 
ing the life of the agreement, or when 
either party can demonstrate a signifi- 
cant change in such factors as general 
economic conditions, cost of living, or 
prevailing wages. The automatic plans 
make compulsory a wage change as 
cost of living, prices of given commodi- 
ties, or profits fluctuate. Both the per- 
missive and the automatic plans may 
protect existing wage standards by 
authorizing pay increases only or by 
prohibiting decreases below the wage 
level negotiated at the time the agree- 
ment was signed. 

At present, less than 5 per cent of 
the agreements on file with the Bureau 
of Labor Statistics contain permissive 
wage-adjustment provisions. In the 
agreements of the American Federation 
of Hosiery Workers and the United 
Shoe Workers, this type of provision is 
commonly used. In recent years the 
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Textile Workers’ Union, the United 
Furniture Workers, and the Interna- 
tional Ladies’ Garment Workers’ Union 
also have made frequent use of such 
provisions. 

Wage adjustments, as well as changes 
in other provisions, are possible, of 
course, in any agreement with an in- 
definite term, since such agreements 
are reopened upon a stated period of 
notice by either party. Agreements 
which are to remain in effect for sev- 
eral years sometimes require new wage 
negotiations annually. Some agree- 
ments provide for a review of the wage 
rates at shorter intervals, usually every 
three or six months. More frequently, 
however, either party is given the right 
to reopen the question of wage rates 
whenever it can be established to the 
satisfaction of both parties that general 
economic conditions or any of a num- 
ber of specified matters justify wage 
readjustments. 

Cost of living is the factor most com- 
monly specified as a cause for reopen- 


_ing the wage question. Some agree- 


ments will permit the union to negoti- 
ate for increased wages when there is 
a rise in the prevailing wage in the 
industry or in the plants of competitors. 
Other agreements provide that the 
union may ask for wage increases only 
at certain times or when there has been 
a price increase. A few agreements 
now in effect permit either party to 
propose wage negotiations in case of 
changes in the price of a commodity, 
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thus making both wage cuts and wage 
increases possible under the terms of 
the agreement. 

Unions have been reluctant to in- 
clude in their agreements any auto- 
matic plans for the adjustment of wage 
levels. In some instances, unions have 
contended that employers offered a 
wage-adjustment formula as a substi- 
tute for an actual wage-increase pro- 
vision in the agreement. The cost-of- 
living plans are frequently opposed as 
arrangements for keeping the purchas- 
ing power of wages at the same level; 
the plans which adjust wages to profits, 
gross revenues, or specified commodity 
prices are generally avoided by unions 
because of a fear that the workers will 
be forced to bear the brunt of de- 
pressed conditions or managerial in- 
efficiency, and that living standards 
will be lowered. 

The reluctance with which unions 





enter into automatic wage-adjustment 
plans undoubtedly accounts for the 
very few examples found. Of the in- 
dustries for which the Bureau of Labor 
Statistics has agreements on file, the 
only one gn which automatic pay plans 
are characteristic is non-ferrous metal 
mining and smelting. 

The automatic plans are designed to 
adjust wage rates to fluctuations in the 
purchasing power of wages or to the 
ability of the particular business enter- 
prise to pay higher or lower wages. 
These plans are based on a recognition, 
in advance, that a wage adjustment 
should automatically follow changes in 
cost of living, specified prices, or the 
rate of profit. The amount of the wage 
change may or may not be specified, 
but all such provisions make manda- 
tory a change in, wages whenever cer- 
tain changes have taken place. Monthly 
Labor Review, January, 1940. 10 pp. 


Record Vote in NLRB Elections 


ANALYSIS of employee elections reported by the National Labor Relations 
Board in the three-month period ending December 31, 1939, reveals these three 


striking developments: 


First, the total of all ballots cast was the highest recorded for any quarter, 
more than three-fourths as great as for the entire year preceding; 

Second, the proportion of votes cast in favor of CIO unions rose by 50 per cent 
above the proportion shown in the previous year; 

Third, the proportion of elections won by independent unions was almost double 
the proportion won by such unions in the preceding period of one year. _ 

During the last three months of 1939 a total of 156,639 votes were cast in 284 
employee elections, a total which compares with 197,335 votes cast in the full 
year ending September 30, 1939, and with 42,192 ballots recorded during the 


similar quarter last year. 


Unions affiliated with the CIO polled 65 per cent of all the votes cast, while 
AFL unions polled 15 per cent of the ballots and independent unions received 7 


per cent of all votes. 


Of the 284 elections in the quarter, AFL unions won 83, CIO unions won 104, 
and independent or unaffiliated unions won 40. In 57 contests all unions were 


rejected. 
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—Labor Relations Reporter 2/5/40 
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Practical Application of Market Analysis 


ARKETS can be considered as 

existing on two planes—hori- 

zontal and vertical. By hori- 
zontal markets is meant the geographi- 
cal area over which merchandise is 
distributed. Every point of origin for 
merchandise has its logical or normal 
horizontal market, into which goods may 
be distributed at an advantage against 
competition, or at a disadvantage so 
slight that the sale will still be profitable. 

Horizontal markets are easily ascer- 
tained. They include the area where 
prevailing prices, less transportation 
and other costs, permit a profit. A busi- 
ness either should or should not be in 
certain horizontal markets. Yet market 
counselors say that, in revamping dis- 
tribution, one of the most flagrant vio- 
lations of good marketing practice is 
over-extension. in horizontal markets. 

Contrasted to the horizontal market 
is the vertical market. 

Vertical markets are villages, cities, 
counties, states, nations, etc. And each 
vertical market, whatever its geographi- 
cal size, can be determined (theoreti- 
cally, at least) by listing the largest 
down to the smallest consuming and/or 
resale account for each particular line 
of merchandise. 

The primary job for sales manage- 
ment is to determine at what point in 
the vertical market it becomes unprofit- 
able to solicit business. 

Management must select from the 
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total number of prospects in any verti- 
cal market such a number of prospects 
as will repay the necessary expense for 
solicitation, cost of manufacture, trans- 
portation, etc., and still yield a profit. 
Many firms today could make more 
money by concentrating on the top por- 
tion of the market than by too inten- 
sively cultivating the entire market. 

Vertical markets are changing mar- 
kets, just as are horizontal markets. 
A continuing control plan should be 
put into effect if selling activities are 
to remain scientific and follow mar- 
ket changes. One of the simplest plans 
for supervising both horizontal and 
vertical markets is as follows: 

After the horizontal market area is 
established, the next step is a vertical 
market analysis. This study reveals the 
total potential market, by accounts, in 
order of size for the area selected. 

The information as to the value of 
each account can be obtained in a 
number of ways. Salesmen familiar 
with the territory, calls on prospects, 
various manuals, directories, Cham- 
ber of Commerce and Department of 
Labor figures, all give valuable mar- 
ket statistics. 

For the purpose of this example, let 
us assume that accounts will be called 
on once a month. The assignment of 
accounts must take into consideration 
the time necessary for sale and the 
geographical area covered. When the 
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individual accounts to be solicited have 
been selected, a sheet is made up for 
each account, giving such pertinent in- 
formation as the salesman should have 
concerning that account. These sheets 
can be arranged in a loose-leaf booklet 
to permit substitutions, or deletions, 
as business conditions suggest. A dupli- 
cate sheet of each account in the sales- 
man’s book should be kept at field or 
company headquarters. 

This selected account list indicates 
management’s and the salesman’s idea 
of the best accounts in the area cov- 
ered and the accounts whose business, 
if procured, will be profitable. It also 
furnishes a definite indication to the 
salesman of his month’s work. 

Unless the business is new, the list 
of selected accounts must take into con- 
sideration present customers and pros- 
pective customers. The percentage of 





prospects as against present accounts 
should vary with business conditions, 

Management may wish to nominate 
and list some accounts for call at 60. 
or 90-day intervals. This may be done, 
but the total of 30-, 60-, and 90-day 
calls must not exceed the total number 
selected as a practical month’s work 
for the area covered. 

When selected accounts go out of 
business, or new accounts appear offer- 
ing larger business, the salesman is ex- 
pected to nominate a new account 
which will be substituted for one of 
his present accounts. In this way the 
selected lists are always kept up to 
date and represent that buying group 
which offers the largest volume for the 
least expenditure of money and effort. 
By H. W. Dopce. Executives Service 
Bulletin, Metropolitan Life Insurance 
Company, January, 1940, p. 3:3. 


Advertising Survey 


RECENT study among leading 

advertisers made by Sales Man- 

agement brings out a number of 
facts of keen interest to ranking execu- 
tives. For instance, advertising today 
is seldom a one-man responsibility. The 
growing realization of advertising’s im- 
portance as a sales tool makes more 
company officials take an active part in 
the advertising picture. In the’ com- 
panies studied, an average of 4.7 home 
office executives make the decisions on 
the general appropriation of the ad- 
vertising dollar, while 3.2 home office 
executives give final approval on how 
it is to be spent and where. 
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Meanwhile, advertising is generally 
accepted as a part of sales. In this 
survey, 78% of all firms included ad- 
vertising as an active function of the 
sales department, while 22% showed 
advertising allied with, but separated 
from, the sales department. 

Under the heading, “Who appropri- 
ated the money?”, company presidents 
were by far the most active, but adver- 
tising managers and general sales man- 
agers won out on, “Who approved the 
list of media?” 

In very few cases did one man do all 
the deciding either when appropriating 
the money or approving media. Only 
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nts 8% let one man decide how much a list of media subject to the approval 





ns. money would be spent, while only 14% of branch and regional managers with 
ate let one man approve the list. Most regard to local advertising and 66% 
60- popular setups favored three men _ with regard to all advertising. 
ne, (23%) or six or more men (257%) to (3) 62% of all companies solicit 
lay establish the Ag i and —— the opinions of their salesmen with re- 
ber Ss men (267%) 7 oe — (217%) gard to advertising media. 
ork to approve the list of media. 4 =F 
‘ . (4) 56% of all companies solicit the 

Other interesting data: ge errtgg ae hil 
of (1) Branch and divisional manag- CP'™10MS © oe age ~~ ye ie 
fer- ers are definitely consulted for their 317% go so far as to solicit the opinions 
ex- recommendations on local (68%) and of retailers. 
unt all advertising media (57%). Canadian Business, January, 1940, p. 
of (2) 81% of all companies prepare 50:1. 
the 
to 
pup Business During Presidential Years 
the [* may sound like sheer lunacy to suggest that political campaigns are good 
ort for business and the market, and that Presidential years should be contem- 
vice plated with more-than-average confidence. Yet an analysis of national contests 


since 1832 substantiates the foregoing assertions to a remarkable degree. 





nce In the 27 campaign years or periods beginning with the contest in which 
Jackson opposed Clay, business gained or held its own 21 times. The stock market 
gave a commendable account of itself 18 times. 

For instance, the struggle of 1832 was perhaps as bitter a fight as this country 
has ever seen. But despite the claim that Jackson was opposed “by two-thirds 
of the newspapers, four-fifths of the preachers, and seven-eighths of the bankers 
and manufacturers,” general business moved stolidly along about 5 per cent above 
“normal” from May to November. Even in 1860, when the slavery controversy 

ally became feverish and the then regularly conservative Democratic Party split and 

thi Lincoln was considered radical, the stock market marched to a four-year high. 
IS And during the Grant-Greeley fray (1872) no young man went west to escape the 

ad- economic consequences of a political year—it was too easy to make money at home. 

th In some Presidential years markets went down because of economic reasons 
e rather than political ones. This was the case in 1920, with Harding campaigning 

wed against Cox. It is the last Presidential election campaign in which business 
d declined. 

ate —L. Mere Hostetcer in Barron’s 1/29/40 
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— AMA PACKAGING CONFERENCE AND EXPOSITION 

1an- 

the The Packaging Conference and Exposition of the American 
1 Management Association will be held at the Hotel Astor, New 
a 

3 York City, on March 26-27-28-29. 
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Salesmen’s Expense Survey 


S compared with figures tabulated 
in Sales Management's 1937 
salesmen’s expense account sur- 
vey, costs of keeping men in the field 
currently show slight increases all 
along the line. The average of what 
100 major companies consider “rea- 
sonable” and allowable expense for a 
day in a large city is now $8.37; for 
a small city, $5.99. Average auto 
allowance, or expense per mile per 
car where payment is made on an 
itemized account basis, is now $.0442, 
as compared with $.0427 in 1937. 
For those who are interested in the 
trend of figures since 1931, the follow- 
ing tabulation shows the gradual rise 
since the depression “low”: 








Average Average 
Allowable Allowable 

Exp. for Exp. for 
Year Small City Big City 
TIS Re ee . $5.60 $7.70 
1934 5.55 7.81 
1935 5.68 7.79 
I feces 5.50 8.18 
ad ASSERT Sateen 5.99 8.37 


In answer to the question, “Do you 
have any rules about your men using 
‘tourist homes’ or ‘dollar-a-night’ 
places as opposed to commercial ho- 
tels?” the replies indicate that most 
firms make good accommodations a 


matter of policy, and that they con- 
sider first-class hotel rooms worth the 
investment both from the standpoint 
of the comfort and well-being of the 
men and from the standpoint of pub- 
lic relations. 

The majority of companies report- 
ing to Sales Management use the item- 
ized expense account plan. To main- 
tain close control over such reports, 
the following information is usually 
required: city of lodging for each 
night; towns from and to which rail- 
road fare is paid or auto expense 
shown; full details of entertainment, 
with identity of person or persons en- 
tertained; and copies of any telegrams 
which have been paid for by the sales- 
man. 

In order to keep alive in the sales- 
men’s minds the idea that every sales 
call costs the company a definite sum 
of money, several manufacturers have 
adopted the plan of asking the sales- 
men to compute, at the end of each 
week, their “cost per call” for that 
week. 

A tight rein is still being held by 
most companies on expenses for cus- 
tomer entertainment. 

Sales Management, 
1939, p. 36:2. 


October 10, 





> IN DETROIT the wife of a Chrysler striker organized other Chrysler wives in 
a back-to-work campaign. “No Work—No Kiss” was the slogan of this modern 


Lysistrata. 
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Supplementing the Social Security Act 


QUESTIONNAIRE survey of 135 
representative companies by the 
National Office Management As- 

sociation indicates that a variety of 
methods is being used to supplement 
the Social Security Act. The general 
headings under which activities of this 
sort fall are: Insurance, Separation 
Pay, Income Stabilization, Savings 
Plans, and Pension or Retirement 
Plans. 

The type of insurance most fre- 
quently offered to employees is group 
life insurance. About 80 per cent of 
the companies covered by the ques- 


tionnaire offer group life insurance in © 


some form. Where such insurance is 
available, it is usually available to 
both the office and factory employees, 
but there are a very few cases where it 
is open to one group but not the other. 

In many instances the company pays 
the whole cost of the insurance and, 
of course, such companies cover all 
their employees in the insured classes. 
The majority, however, are voluntary 
arrangements, the employee and the 
company each contributing’a share of 
the cost. 

The coverage offered to the indi- 
vidual employee varies according to 
tate of pay or according to length of 
service, or some combination of the 
two factors. The lowest amount offered 
was $400, the highest $16,500, with all 


sorts of variations between. 
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In companies where such insurance 
is offered, the percentage of employees 
covered varies from 7 to 100 per cent, 
with the median just about 90 per cent. 

Another type of group insurance 
frequently offered to employees is 
health insurance. The usual policy 
provides for a waiting period at the 
start of an illness, during which the 
employee draws nothing on his insur- 
ance. Thereafter he is paid at a pre- 
determined rate until recovery, or for 
a specified number of weeks. About 
half of the companies examined offer 
group health insurance. 

In general, both the company and 
the employee make some contribution 
to the cost. The benefits under a group 
health insurance policy vary from 
$4.25 per week to $48 per week, and 
the benefit arrangement which occurs 
most frequently is a payment of $10 
per week after the waiting period, up 
to a maximum of 13 weeks. 

Aside from group life and health 
insurance, the most frequently men- 
tioned kind of insurance available to 
employees is hospitalization insurance. 
About 3 per cent of the companies re- 
porting are offering such insurance. 
Policies vary rather widely in benefits 
offered. In general, the employee pays 
the: whole cost, the employer making 
no contribution. 

The general heading, “Separation 
Pay,” covers situations of two types. 
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The first is the release or layoff of an 
employee for a period because of lack 
of work, with the expectation that he 
will be recalled when conditions war- 
rant. The second is the outright dis- 
charge of a number of employees be- 
cause of a reduction in force resulting 
from the installation of labor-saving 
machinery or consolidations, either of 
companies or of plants within a 
company. 

In the case of temporary layoff, 90 
per cent of the companies report that 
no bonus was given. Among those who 
did report payment of a bonus, the 
plan varied. 

In the case of outright discharge of 
an employee for reasons over which he 
has no control, the ratio of those who 
report a program for such payment is 
a little over half of those reporting. 

In most states, unemployment in- 
surance laws aim to cover the situa- 
tions which have given rise to payment 
of a dismissal wage, and there is some 
doubt as to whether the spread of the 
policy will continue at the former rate. 
There is reason to expect, however, 
that many company programs will be 





continued in some form, especially 
among salaried workers in the higher 
brackets who are covered either inade. 
quately or not at all under the law, 

Only about 4 per cent of the com 
panies reporting in the questionnaires 
have undertaken programs of income 
stabilization. 

Under “Savings Plans,” 53 per cent 
of the companies surveyed have no 
program, 18 per cent operate a credit 
union (the type of savings plan occur. 
ring most frequently), and 29 per cent 
have some other arrangement. 

The last heading is “Pension or Re- 
tirement Plans.” Seventy-eight per 
cent of the questionnaires showed that 
the companies involved have no such 
policy. Of the remaining 22 per cent, 
which do have some pension or retire- 
ment scheme, the plan found most fre- 
quently is a straight pension paid by 
the company with no published or 
fixed rules for determining those eligi- 
ble, or the amount to be paid. Under 
this arrangement, the cases of individ- 
ual employees are handled each on its 
own merit. N.O.M.A. Conference Pro- 
ceedings: 1939, p. 46:3. 


How Westinghouse Makes Business Forecasts 


ESTINGHOUSE is _ interested 
mainly in fairly long business 
forecasts—12 to 18 months in 
the future. A manufacturing enterprise 
in the heavy-industry field requires 
this longer-term look-ahead, and does 
not need to pay so much attention to 
the shorter fluctuations. In other kinds 
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of business—e.g., cotton spinning and 
converting, wholesale and retail trade 
—it is necessary to reverse this empha- 
sis. 

Each quarter about 50 members of 
the Westinghouse major executive 
group are asked for their forecasts of 
total consolidated company orders for 
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‘iall two or three 12-month periods, the last of new orders is considered to be dan- 
ighe period ending 12 to 18 months in the gerously out of line, it is allowed to 
ae future. For example, the latest forecast stand in order to preserve this advan- 
oi was made in October for 12 months tage of group responsibility. 
pres ending December 31, 1939, for 12 The company employs its own econo- 
ie months ending June 30, 1940, and for mist, who assists in the education— 
cam | 12 months ending December 31, 1940. along forecasting lines—of these 50 ex- 
The official company forecast is the ecutives. A monthly bulletin, The 
a arithmetical average of these individual Westinghouse Forecasting Method, is 
| ia forecasts. also issued to these executives. This 
ii This may appear crude and unscien- does not mean that there is an official 
cil tific—it is! But it has one obvious or prescribed method—each man is 
cent | advantage. The official forecast is the free to use any method or no method, 
forecast of the operating executives. If as he desires; and the methods prob- 
P & P 
Re | it proves wrong, the group is to blame ably vary all the way from a two- 
er | no one else. minute guess to very careful and in- 
He The company, however, does not ac-  telligent forecasts. 
such | °ePt this average forecast blindly; it | Westinghouse is looking for no magic, 
oui is reviewed by a committee of four, short-cut formula. All that it is hoped 
elias headed by the president. In addition, to accomplish is that the forecasts 
« tee each operating division manager and_ will be good enough to appeal to a 
id te each subsidiary head makes a complete majority of the executives and that, 
re forecast of billings, expenses, and profit over the years, their quality will im- 
lig or loss, covering his own operations. prove. By F. D. Newsury. The Con- 
Inder But unless the “Executives’ Forecast” troller, January, 1940, p. 20:5. 
divid- 
on its Tax Burdens and Public Debts 
> Pro- 
Wk: depression, armaments and increased social services during the past 25 
years have raised the costs of government in nearly all the principal countries 
to the highest levels in their history. 

The per capita burden of taxation in the United States in 1938 was approxi- 
mately five times as great as in 1913, while the ratio of tax collections to national 
income was more than three times as large. Prior to the World War, Canada, 
the United Kingdom and France had heavier per capita tax burdens than the 
United States. By 1919 the United States had risen to second place, ranking 
next to the United Kingdom, and in 1938 our per capita was among the heaviest. 

g and Before the World War the United States had the lowest ratio of tax collec- 
trade tions to national income among the countries considered. In 1938 there were only 
minor differences between the ratios for the several countries, but Germany was 
mpha- the only one with a ratio higher than 25 per cent. The ratio for both the United 
States and Germany is about three times as high as it was just before the World 
; War. That for the United Kingdom has almost doubled, while that for France 
ers 0 has risen by about 50 per cent. 
cutive In 1938 the United Kingdom had the largest per capita debt, followed by 
f Canada and the United States. The per capita debt of the United Kingdom is at 
ists 0 present about twice as large as that of the United States. 
TS for —The Conference Board Economic Record 11/3/39 
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The Multi-Split Rating Plan 


WO and a half years of spade- 

work have resulted in the submis- 

sion to the various insurance com- 
missioners of a new plan of experience 
rating of workmen’s compensation in- 
surance risks by the National Council 
on Compensation Insurance. 

The new plan—known as the Mullti- 
Split Experience Rating Plan—is de- 
signed to supersede the present experi- 
ence rating system, and if the insurance 
commissioners agree with the National 
Council that the contemplated plan is 
superior to the existing method, some 
of the difficulties in both understanding 
and writing this coverage will go into 
the discard. 

The purpose of any experience rat- 
ing plan is to measure the actual ex- 
perience of an individual risk as com- 
pared with the average experience of 
all risks in the same classification so 
that a good experience record may re- 
ceive a reward in the form of a credit 
from the manual rate and a poor ex- 
perience may be charged penalty above 
the manual rate. 

Workmen’s compensation insurance 
uses the experience rating basis very 
liberally, partly because it yields itself 
rather readily to statistical methods 
and partly because, in view of the 
many states which practice rate regu- 
lation, it has to produce a tangible 
basis to justify its rates. 

This experience rating basis is re- 
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tained in large measure by the pro- 
posed Multi-Split Plan, with variations 
which tend to simplify the general rat- 
ing procedure. The new plan, however, 
includes features which are outstand- 
ing, constituting desirable improve- 
ments of the existing system. 

Perhaps the most significant change 
is that which reduces the experience 
period to three years under the new 
plan. The current system provides for 
the use of the risk experience for five 
policy years. The use of such old ex- 
perience has often been a source of 
dissatisfaction to an assured who may 
feel that his more recent experience is 
a better indication of the rates applica- 
ble to his current operations. Obvi- 
ously, if the employer has installed 
accident-prevention mechanism within 
the previous two or three years which 
has cut down both the frequency and 
the severity of accidents, it would seem 
somewhat unfair to go beyond that 
period in determining what rate he 
should be charged. 

The treatment of risk losses is an- 
other important feature of the Multi- 
Split Plan. The Multi-Split Plan empha- 
sizes the frequency of losses rather than 
the amount of loss. This is accom- 
plished by including small-cost cases 
at the actual value and including high- 
cost cases at a discounted value. The 
dividing line as between high- and low- 
cost cases varies and is either $300, 
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$400 or $500, depending upon the rela- 
tive benefit provisions of the various 
state compensation acts. 

Under the Multi-Split Plan, each loss 
will be treated as a unit, with the cost 
of indemnity payments and the medical 
cost combined. 

As under the present system, more 
and more credence will be given to the 
individual experience of risks as they 
increase in size. Risks of very large 
size will be “self-rated”; that is, the 
rate modification will be based upon 
the ratio of actual risk losses to the 
expected risk losses, both without dis- 


~ count. 


The Multi-Split Plan liberalizes the 
self-rating feature by reducing the 
amount of premiums at which self- 


rating starts, simplifying the procedure 
in that there is but one qualification 
for self-rating. This sole qualification 
is 20 times the cost of an average death 
claim. 

The proposed plan seems a natural 
for both employer and carrier, and a 
distinct improvement over the present 
experience rating method. The reduc- 
tion in the experience period and the 
simplification of the rating formula 
for the vast majority of risks are of 
particular importance to those who 
have been casting about for more prac- 
tical and modern rating methods. If 
found acceptable, as undoubtedly it 
will be, the plan will be formally sub- 
mitted for approval as of a uniform 
date. By Davin Porter. The Spectator, 
January 25, 1940, p. 12:3. 


Reporting Forms for Fluctuating Values 


OME firms may have large quan- 
tities of goods on hand at one 
time and small amounts at an- 
other; or the value of their inventories 
may fluctuate rapidly. They may de- 
sire the lower rates to be secured by a 
coinsurance agreement, yet because of 
their fluctuating values the cost of in- 
surance would be exorbitant if they 
carried enough insurance throughout 
the year to take care of the peak sea- 
sons. For risks of this nature the “dec- 
laration” or “reporting” form of fire 
insurance policy has been created by 
insurance companies. 
The purpose of the reporting form is 
to provide in advance for fluctuations 
in the total value of goods to be in- 
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sured. This is done by charging a 
provisional premium at the beginning 
of the policy year, based on the ex- 
pected values, and adjusting the pre- 
mium at the end of the year to the 
actual values insured. The assured 
reports monthly to the insurance com- 
pany on the amount of stock actually 
on the premises insured each week. 
These monthly reports are averaged 
over the year, and the exact final pre- 
mium calculated. If the provisional 
premium has been too high, the as- 
sured gets a refund; if too low, he pays 
the company the difference owing. 
The reporting form of policy has one 
clear advantage, and a complementary 
disadvantage. The assured pays pre- 
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miums on the actual values he pos- 
sesses and no more, which is highly 
desirable from his point of view. On 
the other hand, he has all the clerical 
work of compiling figures on his values 
once a week, and communicating them 
to the insurance company once a 
month. This clerical work really de- 
termines the desirability of the report- 
ing form for most firms eligible for it. 

Originated chiefly for multiple risks 
such as warehouses with various dis- 
tributing depots, reporting forms now 
cover many single-location risks. This 
type of policy is widely used for build- 
ings in course of construction, pulp- 





wood on mill premises, produce in im- 
port and export warehouses, stock in 
canneries, sugar in warehouses, oil at 
refineries and bulk stations, fertilizer 
factories, and wineries. 

Certain classes of risk are specifi- 
cally excluded from this form, such as 
retail stores, lumber yards, property 
in transit or at fairs, and grain in 
elevators. Because of the clerical work 
involved, most insurance companies do 
not issue reporting forms of cover un- 
less the total value at risk is at least 
$50,000, with $100 as the minimum 
earned premium for a year. Business 
Management, December, 1939, p. 22:1. 


Insurable Interest Case 


AN employer does not have an insurable interest in the life of his employee 


solely because of the relationship of employer and employee. 


He must ,show 


that he had a substantial economic interest in the employee’s life, i.e., that by 
virtue of the relationship he might be reasonably expected to reap a substantial 


pecuniary benefit through the continued life of the employee, and to sustain conse- 


quent loss upon his death. The mere fact that at the time the policy was issued 
the employee was under contract to the employer for a period of approximately a 
year does not, standing alone, disclose an insurable interest of the employer in the 
employee’s life. (Turner v. Davidson, Georgia Supreme Court, 4 S. E. 2d. 814.) 





—The Eastern Underwriter 12/8/39 


Central Information Bureau Suggested 


MANY constructive suggestions were made by Superintendent L. H. Pink of the 
New York State Insurance Department, speaking before the convention of 
the Atlantic I ife in New York City. 

Mr. Pink said: “The problems of life insurance are under discussion from two 
angles at the present time. There are the counselors who, in seeking business 
for themselves, are over-anxious to attack the institution in order to stimulate their 
own trade; and there is the investigation of the T.N.E.C. at Washington. We 
should not permit ourselves to get into a frame of mind where we consider every- 
thing about the institution perfect and resent all criticism. On the contrary, we 
should welcome honest criticism, particularly when it is constructive in its nature. 

“We must be progressive, alert, always eager to perfect the business and render 
still greater service to policyholders and the public. Perhaps it would be a wise 
thing for the companies jointly to maintain bureaus at central points where the 
policyholder can get disinterested advice on all his life insurance problems, and 
where no insurance will be sold. We also expect the producing forces to keep 
abreast of public sentiment, know what the public wants, and be diligent in 
bringing the legitimate desires and demands of the public to the attention of those 
who manage the companies.” 

—The Weekly Underwriter 8/12/39 
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Instalment 


EN dollars down and ten months 

to pay,” the radio, the newspapers 

and magazines tell us. Instalment 
buying is as much a part of the mores 
of today as is apartment dwelling. 

Merchants who sell their goods on 
the deferred-payment plan are in need 
of protection of the value represented 
by the balance of payments. While 
the balance is being paid the property 
is subject to many perils beyond the 
control of the merchant. Many people 
who buy on the instalment plan also 
need the assurance of being able to 
regain what they have bought if it is 
lost or damaged before they have com- 
pleted payments. 

A merchant can insure a large stock 
of merchandise sold on the instalment 
plan in one policy. One form protects 
the merchant, to the extent of his in- 
terest only, against loss or damage by 
fire, lightning, collision, cyclone, tor- 
nado, flood and theft, or the entire 
shipping package while it is in transit 
and in the possession of the instalment 
buyer, but not while it is in the cus- 
tody of the assured. While the mer- 
chandise is in buildings which are 
owned, rented, leased or used for stor- 
age or exhibitions by the assured, it is 
insured against fire and lightning only. 
By extending the policy, the merchan- 
dise in such buildings may be insured 
against windstorm, explosion, riot and 
civil commotion, and the other hazards 
covered by the Extended Coverage En- 
dorsement. The policy covers sched- 
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Insurance 


uled merchandise when leased, loaned, 
rented or sent out on approval by the 
assured for a specified length of time. 
It will reimburse the merchant for the 
unpaid balance on the lost or damaged 
merchandise. 

Another form is a double-interest 
policy covering both the buyer and the 
seller. If an insurable loss or damage 
occurs before the merchandise is fully 
paid for, the merchant will be paid 
the cost of replacing the merchandise 
and the buyer will continue paying on 
the equipment from the point when the 
damage occurred to the original mer- 
chandise. 

The merchant selling the insured 
equipment agrees to keep itemized ac- 
counts which show all merchandise 
insured and its value, and to pay 
monthly premiums at a specified rate 
on the total value, as of the last day 
of each month, of goods sold on de- 
ferred payments, outstanding and not 
fully paid for. Monthly earned prem- 
iums are credited against the deposit 
until it is fully earned. The rate is 
computed for each risk separately, the 
only standard being the minimum. 

The Deferred Payment Merchandise 
Policy is most commonly written on 
household furniture, radios, gas and 
electric cooking, heating and refriger- 
ating equipment and other similar 
household appliances, musical instru- 
ments, and contractors’ equipment. 

The Chronicle, November 10, 1939, 
p. 1071:1. 
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The Management Question Box 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 
and Information Bureau. 
Individual replies are made promptly either by mail or telephone to inquiries received 
by the Research and Information Bureau. This service is available to executives of con- 


cerns holding company memberships. The questions cited here are those which it is 
believed are of general interest to the membership. 


Dismissal and Demotion Survey 


Question: When an office employee becomes unsatisfactory on a given job, is 
it the general practice to dismiss or to demote him? What conditions temper 
- the decision? 
Answer: A survey of 25 companies in various businesses showed that only two 
ordinarily dismiss an unsatisfactory office employee without rather extensive 
efforts to fit him into the organization. Sixteen, after trials at other work 
at the same level, offer demotion. The remainder attempt transfer, but 
would rather terminate employment than demote. 

Seven banks, four insurance companies, three public utilities, five manv- 
facturing concerns, and six businesses with large office forces, such as mail- 
order houses, publications, etc., were included in the survey. Although the 
number of companies queried was limited, the general trend in dismissal 
and demotion is probably fairly well indicated. 

Length of service has a definite bearing on the course of action taken. 
Two companies offer employment on a trial basis of three or six months, 
dismissing at the close of this period if the worker has not proved satisfactory. 
This seems to be generally true for cases of unsatisfactory short-term 
employees. Eighteen concerns give special consideration to the long-service 
employee. “The longer the service, the greater the degree of unsatisfactori- 
ness which would be tolerated,” is the way one public utility puts it. “As 
service is longer, work must be proportionately more unsatisfactory. Eg., 
long-service employees beyond, say, age 50, must be very much substandard 
or guilty of flagrant misconduct to warrant dismissal,” is the policy of a 
bank. 

Greater effort is made to find suitable work for the employee whose job 
has changed because of mechanization, method, etc. “Another type of excep- 
tional case would be one where physical conditions have given rise to 4 
change in the effectiveness of the worker,” an insurance company adds. 
“Improper attitude towards supervisors or associates would result in a sep- 
aration. If the clerk is close to the retirement age we would be inclined to 
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dismiss him and pay an allowance similar in form to the pension payable 
to employees who reach age 65 in the service of the company, depending on 
the severity of the circumstances.” 

If demotion becomes necessary, long service seems to be a factor in 
determining whether or not to lower the salary scale. In general, salaries 
are cut upon demotion. In companies where a salary classification plan is 
in force, the tendency seems to be to lower pay to the maximum level of the 
oe inferior position, or to a definite percentage above it, but still lower than 
it is the previous wage. Some companies scale down over a period of time to 
permit the employee to adjust his living expenses gradually. (Of the com- 
panies surveyed, 19 had some form of salary classification.) 

Practically every company professed a policy of transfer to other work 


yb, is at the same level before demotion or dismissal, however. This, of course, 
mper is subject to the availability of suitable positions. 
The psychological effect upon both the employee and his fellow workers 

y two seems to be a great deterrent to demotion. 
nsive “If an employee’s services on a given job are unsatisfactory, we prefer 
work to try him out on one or two other jobs before taking action. If he still 
, but fails to perform satisfactorily, we would rather discharge him than demote 

him. Our experience has been that the attitude and morale of a demoted 
nanu- employee are usually bad,” the comptroller of a bank reports. 
mail- Promotion may cause difficulty at times. “In cases of a man promoted 
h the and not making good after a period, we usually find an unsatisfactory 
nissal employee. It is our opinion that termination would be best for employee 


and firm, especially on jobs above regular unskilled work,” one company 
taken. believes. 


onths, Consideration of the human elements in the situation seems to be the 
ctory. deciding factor in dismissal, transfer or demotion. More and more com- 
t-term panies are realizing that discharge of an unsatisfactory employee without 
ervice an attempt to get at the source of the trouble is no answer to the problem. 
ictori- Note: Copies of the complete survey are available to company members 

“As upon request to the AMA Research and Information Bureau. 

E.g., 
: > Vacation Policies for Executives 

Question: Do companies usually have an established vacation policy for 

se job junior and top-rank executives? 
xcep- Answer: Management literature gives little information on this subject, prob- 
toa ably because most companies do not have well-defined vacation plans for 
adds. those of high executive rank. 
a sep- A recent survey of 87 companies including some of the country’s largest 
ned to industrial organizations, made by Mr. A. H. Stonestreet, Secretary, Gillette 
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Safety Razor Company, confirms this impression as far as major executives 
are concerned. 

Most companies replied that no definite policy existed for senior execu- 
tives receiving $10,000 or more. Seven stated that senior executives take 
two weeks, as do other employees. Seven more said seniors observed the same 
practice, but in these companies longer vacations based on length of service 
are allowed. From this point on 71 firms reported many different periods, 
all more than two weeks, the highest reporting “unlimited—usually take 
two vacations of 2-6 weeks each.” The vagueness of the replies makes it 
almost impossible to fix a specific average, but four to six weeks may be 
considered the most general arrangement. 

Junior executives ranging in. salary from $4,000 to $10,000 form the 
next group classification surveyed. Here 52 companies give the usual two 
weeks granted to other office employees. Ten additional companies treat 
junior executives on the same basis as other office employees, but have plans 
for longer vacations based on length of service. Under this arrangement, 
the executives usually qualify for the extended vacations. The remaining 25 
companies give junior executives sufficient extra time to make the total 3-4 
weeks. 

. For general office personnel, 61 firms allow two weeks’ vacation with 
pay and another nine grant one week only or, in some cases, extend the 
one-week period for an additional week after a specified period of employ- 
ment. One firm allows three weeks, and 16 have special plans based on 
length of service. 


Administering a Suggestion System 


Question: What difficulties may be encountered in getting a suggestion system 


for employees under way? How soon will such a system indicate its possible 
value? 


Answer: Need for readjusting the award system and for a method of noti- 


fying employees whose suggestions are turned down developed in the first 
six months’ history of a suggestion system adopted by a large distributing 
organization. So many more suggestions were received than were antici- 
pated by the Committee which planned and installed the system that the 
cost of operation and awards was 80 per cent more than expected. 

Nevertheless, the tangible value of suggestions received in the first half 
year was greater than expenses by $1,000. The cost of the system is more 
than offset by its employee-relations value alone, according to the Committee’s 
report. The program also. aids in identifying the more alert and promising 
employees for personnel records. 

The Committee attempted to award 10 per cent of the first year’s saving 
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ives for any accepted suggestion, with portions thereof given when the sugges- 
tion was only partially responsible for a specific change. 


se “Unfortunately, it was impossible to make a large portion of the awards 
ake in such a way,” the report states. “The Committee could not, for example, 
ame tell just how valuable the listing of a new catalog item or the use of a sales 
vice promotion idea might prove.” In such cases small temporary awards were 
ods, made to employees, with additional awards if the suggestion proved more 
take valuable after trial. 
3 it Suggestions which were turned down by one department sometimes 
te proved valuable in another. Interdepartmental exchange of ideas was fol- 
lowed up, and suitable awards made. 
the Need for considering varying abilities in expression of ideas also arose. 
tees In some instances, it was felt advisable to make awards for effort and interest 
reat shown, even though the ideas themselves were not accepted or the changes 
lans would have been made in the ordinary course of routine. In this connec- 
rent, tion, awards were given for some proposed changes already under consider- 
x 25 ation, and for notations on catalog errors, repairs around the building, etc. 
34 Although the Committee expected to be able to give every employee a 
reason for rejecting a suggestion, after a few days it became apparent that 
with this would be physically impossible because of the volume of suggestions 
| the received. Instead, announcements are sent to each department every two 
sloy- weeks showing the status of suggestions—winning ideas, suggestions still 
1 on under consideration, acknowledgment of new suggestions, rejected proposals. 


Personal contacts are made by the Committee in some cases, however— 
for more information, to explain rejection, etc. Employees, although urged 
to call upon the chairman of the Committee to answer questions, at first 
seemed reluctant to do so. Now they apparently have come to feel quite 
free to call upon him, and an average of seven requests a day for various 
types of information in regard to suggestions are received. 

The suggestion system is proving invaluable in bettering employee re- 
noti- lations, according to the report. About 17 per cent of the suggestions relate 


stem 


sible 





first to personnel subjects, employee welfare, and working conditions. “This 
uting has enabled employees to make complaints and express ideas anonymously 
nticl- or confidentially, and is regarded as of the highest value to the management 
t the in keeping in touch with employee attitudes,” the report declares. 

“It seems fair to say that the system has paid for itself at least three 
half times over during these first six months,” the report concludes. 
more 
ittee’s 
ising 


> TWENTY-FIVE years ago there were only 100 companies doing any research 
worthy of the name, and they employed 750 experts. Today 1,000 companies have 
aving well over 30,000 research experts and ames a quarter of a billion dollars annually. 
—Sales Management 
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Suruey, of Books for Executives 





Training Solutions of Company 
Problems. By Martin S. Firth. 
Studies in Personnel Policy Nos. 15 
and 18. National Industrial Con- 
ference Board, Inc., New York, 
1939-1940. 


Formal company training programs 
have made great progress in the years 
that have elapsed since the formation 
of the old National Association of 
Corporation Schools, the parent organ- 
ization of the American Management 
Association. : That was in 1912. The 
fruit of the tree planted 28 years ago 
just now comes into maturity and the 
present enlargement of the orchard 
requires the same vision, courage and 
trust that motivated the pioneers in 
company training. There must be a 
deep sense of satisfaction to such as 
Channing Dooley, Walter Dietz and 
Carl Coler—among others who are yet 
active in the work—as they read these 
studies made by Mr. Firth on behalf of 
the National Industrial Conference 
Board, for they were among the Johnny 
Appleseeds who scattered good seed 
in then untilled soil. 

By the title he has given his studies 
Mr. Firth reflects the significant place 
training has come to hold in the policy 
of progressive companies. Once en- 
tirely a side line to’ be carried on in 
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fair weather and to be discontinued 
upon even the approach of storm, in 
an unneeded quarter in an out-of-the-. 
way corner, often by instructors who 
were hardly adequate for other duty 
but judged to be sufficient for the ap- 
prentices, company training has moved 
up to a position of standing. Instruc- 
tional staffs today in most company 
schools not infrequently include offc- 
ers, executives, managers, superinten- 
dents and engineers, each of whom has 
prestige in his company and is, not in- 
frequently, an eminent authority in his 
field. Training is recognized as a 
significant function and one that no 
company that expects to survive can 
afford to neglect any more than it can 
neglect its fundamental research in 
product and market. That companies 
with some degree of assurance may 
turn to training for a solution of diff- 
cult problems is indicated in the rela- 
tive success in the labor relations of 
those companies, reviewed by Mr. 
Firth, who have made it a Number 1 
policy to equip their foremen and 
other line supervisors with the best 
understanding possible of the point of 
view of labor, psychology of human 
behavior, relation of emotional to 
mental expression, and the techniques 
of effective expression and self-control 
that are embodied in the phrase “Prin- 
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ciples and Methods of Supervision.” 
Mr. Firth summarizes: 


Executive and supervisory training pro- 
grams today are designed not only as chan- 
nels for instruction in the details of super- 
visory technique, but also as permanent 
media for the continuous interchange of 
ideas that is essential to creative cooperative 
action. Training procedures for executives 
and supervisors have outgrown their purely 
instructional function and have become a 
management method for the control and di- 
rection of effective organization. 


Again, what problem is more press- 
ing than employment stabilization, and 
what solution offers better promise than 
training and retraining for a variety 
of skills? Or what holds greater prom- 
ise of increased efficiency at the level 
of the skills? Says the superintendent 
of the Ford Schools: 


No shop department can stand still when 
apprentices in considerable numbers have 
been welcomed into it. Check a tool room 
in which there are apprentices that have 
completed mathematics and drawing, and 
you will find journeymen taking new prob- 
lems to them for solution. Apprentices re- 
turn their cost in an immediate increase in 
the efficiency of the department in which 
they are placed. 


It is such findings as these that 
prompted Mr. Firth to entitle his re- 


_ ports as he has done. 


The companies whose training pro- 
grams Mr. Firth has chosen to review 
—Swift & Company, McCormick and 
Company, American Rolling Mill Com- 


_ pany, American Blower Corporation, 





Rochester-Detroit Oil Company, and 
Eastman Kodak Company, for their 
work in executive and supervisory de- 
velopment—and General Electric Com- 
pany, Cincinnati Milling Machine Com- 
pany, National Cash Register Com- 
pany, Wright Aeronautical Corpora- 
tion, and Ford Motor Company, for 
their work in the skills—all have well- 
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integrated programs, as has perhaps 
another list of companies equally long, 
but each adapted to its own particular 
company pattern. That a company 
should design its own pattern is im- 
portant for genuine creative work. Real 
education in this field as in any other 
must spring from the sense of need that 
is within. Successful programs are not 
gone into lightly, but after a full men- 
tal preparation on the part of manage- 
ment and a full evaluation of objec- 
tives. Where these conditions are pres- 
ent it is small wonder that technical 
schools and vocational institutes seek 
to enter into cooperative programs with 
industries where the objective is so 
clear. Let it be hoped that government 
in its relation to apprenticeship for the 
skills and in its relation to training at 
the other levels will see the wisdom of 
confining its effort to stimulation, en- 
couragement, and perhaps subsidy, but 
without too much guidance and without 
standardization or seeking conformity 
to pattern. Let what measurement 
there is be of objectives and results 
rather than of methods and means. 
Mr. Firth’s studies are for the aid 
of the executive on whose shoulders 
policy determination rests. Through- 
out the studies he has admirably main- 
tained the point of view that his work 
is that of consultative guidance on a 
problem of ultimate industrial signifi- 
cance. In excellent summaries, unique 
in their form of a self-inventory ques- 
tionnaire which any executive can ap- 
ply to himself or to his company, Mr. 
Firth has done a job in keeping think- 
ing right. Those who consider either 
the initiation of a program or the ex- 
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tension of training must satisfactorily 
dispose of such questions as these: 

Are our personnel policies such 
that we can have a program of 
training? , 

What do we think is the function 
of training in our organization? 

As management, are we prepared to 
accept the responsibility for train- 
ing? 

How can we stimulate creative think- 
ing? 

What shall be the relationship be- 
tween our skilled training and our 
supervisory training? 

What are our ideas of results? 

Do we know the investment involved 
and are we prepared to justify it? 

With these fundamentals rightly de- 
termined, such questions as the fol- 
lowing become secondary: 

How should we select trainees and 

how many? 

What should be the content of in- 
struction? 

Shall we do the teaching by means 
of a staff, school, or through some 
cooperating agency or some com- 
bination of the two? 

How long should the training be? 

Do we need a college graduate pro- 
gram? 

In his admirable discussion of these 
and other questions Mr. Firth firmly 
emphasizes the principle that the atti- 
tude of management is fundamental to 
success in the employment of training 
as a solution of company problems; 
that with that attitude favorably de- 
termined, plans and procedures de- 
velop from the pattern of need. 


In these studies Mr. Firth has made 
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significant contributions. Let this re. 
viewer express the hope that the Con. 
ference Board will justify the continu. 
ance of Mr. Firth’s studies by an exten. 
sion of the work into the field of eol- 
lege graduates in industry with par- 
ticular reference to policy and method 
in bridging the present gap between 
the college degree and genuine crea- 
tive careers in engineering, selling, re. 
search, manufacturing and the other 
industrial fields. Industry needs the 
college men, and the college graduates 
need the jobs. How best bring them 
together ? 

Reviewed by E. B. Roberts, Assistant 
to Vice-President, Westinghouse Elec. 
tric & Manufacturing Company. 


The Principles of Organization. 
By James D. Mooney and Alan C. 
Reiley. Harper & Brothers, New 
York, 1939. 223 pages. $3.00. 


This compact book is full of meat 
for those in charge of an organization 


or interested in organization problems. | dae 
isci 


James D. Mooney, as president of the 
General Motors Export Corporation, 


and Alan C. Reiley, who has collabor- 


ated with him in his writings, are | 


qualified to speak authoritatively on 
this subject, not only from first-hand 
experience in one of the major busi- 
ness enterprises of the world, but also 
from extensive study of what the past 
has to teach. Their former volume, 
“Onward Industry!”, contained most of 
the material in the present book, but 
was lengthy and heavy reading. A 
brilliant job has been done in this 
volume by giving in brief compass an 
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analysis of the principles of organiza- 
tion; a review of historical institutions 
exemplifying these principles in gov- 
ernment, church, army and industry; 
an analysis of .the present status of 
organization problems in industry; and 
some interesting views on the challenge 
to industry to make progress in inter- 
nal coordination, in dealings with 
labor unions and industrial associa- 
tions, and in its relations with gov- 
ernment. 

“Organization is the form of every 
human association for the attainment 
of a common purpose. . . . Coordina- 
tion is the orderly arrangement of 
group effort, to provide unity of action 
in the pursuit of a common purpose. 
When we call coordination the first 
principle, we mean that this term ex- 
presses the principles of organization 
in toto.” 

Coordination implies objective. 
“Doctrine” is the definition of objec- 
tive, and also the procedure necessary 
to attain the objective. Doctrine takes 
eflect in discipline, not merely the 


but the discipline of the leaders both 
in knowledge and in spirit. Organiza- 
tion morale depends on the indoctri- 
nation of all with a common under- 
standing of the objective. Industry has 
taken less advantage of a common doc- 
trine than has church, army or state. 
The authors believe that industrial 
progress depends in large measure on 
a better defining of common objec- 
tives, and on infusing an understanding 


‘of these objectives throughout the 


organization. 
Coordination emanates from a cen- 
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tral authority, which through its lead- 
ers, whether appointed or elected, 
delegates both authority and responsi- 
bility downward in a “scalar chain” 
or in the “line.” The superior remains 
responsible for getting the job done. 
Authority and responsibility are also 
defined horizontally by function. The 
difference between a colonel and a 
major is scalar, that between an officer 
of infantry and of cavalry, functional. 
Correlation of activities in the scalar 
chain is carried on by the line, but 
correlation of horizontal activities is 
performed through the staff. 

There is only one chain of line au- 
thority, which is single-track. The staff 
adheres to the line as does a siding to 
the track. Staff service is that of advice 
or counsel, as distinguished from the 
function of authority or command. 

Staff service has arisen to take care 
of the increasing complexity of organ- 
ization. The line “requires of its staff 
a complete and coordinated picture. 
To insure a completely unified struc- 
ture, unified in both form and in the 
spirit of the common purpose, there 
must likewise be horizontal coordina- 
tion, based on contacts that provide a 
true service of knowledge. 

“The informative phase refers to 
those things which authority should 
know in framing its decisions; the ad- 
visory, to the actual counsel based on 
such information; the supervisory, to 
both preceding phases as applied to all 
the details of execution. It is through 
this last phase that the informative and 
advisory phases become operative 
throughout an entire organization. If 
authority needs all the information 
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that is requisite in making its deci- 
sions, those down the line, to whom is 
delegated the carrying out of orders, 
need the information requisite to a 
truly intelligent execution.” 

Staff service is facilitative in execu- 
tion. It also provides for intercommu- 
nication, not only from above down- 
ward but from the bottom upward. 

The authors give a fascinating ac- 
count of the development of staff 
service in the Catholic Church, where 
the “right to be heard” has developed 
to such an extent that at‘all levels the 
taking of counsel has become man- 
datory. Among the Jesuits, the strictest 
of the orders, staff independence is 
completely assured by the choice by 
the congregation of counselors for the 
General. The Catholic Church is not 
only well coordinated at the top but 
throughout the organization there is an 
organized tradition of advice, sugges- 
tion or remonstrance to which heed 
must be given. 

The development of coordination 
and of staff service reaches a high 
point in the armies of great powers. 
Centralized control is provided over 
decentralized operations. Delegation 
takes place in accordance with a gen- 
eral plan, resting on principles. As 
the size of an organization increases 
and the scalar chain lengthens, the 
knowledge of principles transcends 
that of rules, particularly in decentral- 
ized operations. The army has carried 
to greatest perfection the integration of 
line and staff where at every level 
there is a service of knowledge. At the 
top the chief of staff is subordinate 
only to the supreme commander. 
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The authors point out that industry 
has developed the scalar chain and also 
departmentalized staff service, but has 
as yet not attained a complete integra- 
tion of staff services and of staff and 
line. Industry still has much to learn 
from the church and the army as to 
the fundamental principles of organiz- 
ation and their application. 

The book concludes with a penetrat- 
ing analysis of the problems of indus- 
trial organization. Internally, industry 
needs improved methods of organiza- 
tion, particularly in decentralized 
operations. In dealing with labor, a 
common ground of mutual interest 
must be developed before further prog- 
ress can be made. “If justice is recog- 
nized as the moral principle and profit 
as the practical objective of organiza- 
tion for material welfare, the conflict 
can be resolved through mutual inter- 
ests.” The authors plead for close 
administrative study of economic, so- 
cial and governmental relations. The 
consumer as purchaser and as citizen 
should be the dominant figure in in- 
dustry and in government. 

Reviewed by M. C. H. Niles, Con- 


sultant in Management. 


Graphic Presentation. By Willard 
C. Brinton. Brinton Associates, New 
York, 1939. 512 pages. $5.00. 


In many a field of knowledge there 
is some one book that every laborer— 
whether beginning or master—keeps at 
his right hand, books such as the engi- 
neering handbooks, the Standard Post- 
age Stamp Catalogue, or Roget’s The- 
saurus of English Words and Phrases. 
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stry Now for those who make or use charts after another attracts the eye. Never- 
also there is such a handbook in Willard theless, they comprise a scientific trea- 
has  C: Brinton’s “Graphic Presentation.” tise, carefully arranged by a well- 
gra: | The author’s name is not new to those qualified engineer and expert. 
and | Who are masters of this art and science; These “dictionary” pages are classi- 
earn | they and many others have read.and fied by kinds of charts into 39 of the 
s to | used his “Graphic Methods for Pre- book’s 60 chapters. There are chapters 
aniz- | senting Facts.” Many offices today pos- on the many varieties of line and bar 
sess well-worn copies of that 1914 charts, and there are others on such 
strat. | forerunner of the many volumes now specialties as relief and aerial maps, 
hes: available in this field. This book genealogical charts, flow charts, Ogive 
ustry touches on all phases of its subject; it and Lorenz charts, and so on. The 
niza- | attracts by its completeness as well as captions are helpful and suggest other 
lized | by the evidence that heart and soul chart ideas. A convenient thumb guide 
or, a | Went into the work. Obviously Mr. permits finding the right chapter 
terest | Brinton has enthusiasm. He believes quickly. There is a good index and a 
prog- with William Playfair—an intriguing glossary. About 350 pages are devoted 
ecog- chartmaker of 1800 whose work is de- to “How to Read a Chart”; some 80 
profit scribed—that the graphic language has more deal with “How to Make a 
aniza- | normous and even as yet unrealized Chart.” 
snflict | Possibilities, that—for instance—it may Related subjects that are well cov- 
inter- | 88 an international language assist in ered include the use of color, reproduc- 
close | better relations between nations. ing and printing of charts, paper, bind- 
c, 80° There is interesting reading on many ing, camera work, lantern slides, dio- 
_ The | 2 page of the book. But most of the ramas, graphic charts in conference 
sitizen | Pages are packed solidly with sample rooms, and so on. There is an explana- 
in in- | Charts. These constitute a sort of dic- tion of the way in which the volume 
tionary or illustrated encyclopedia of was planned and printed showing the 
- Con- the chart language; they are a source ingenuity practiced. Color is used pro- 
of exact method help, of inspiration, fusely throughout the book. 
of fresh ideas. They may waste the Reviewed by Norman C. Firth, Man- 
reader's time at first, because one page aging Editor, Dun’s Review. 
Villard 
s, New 
). 
> there BOOKS RECEIVED 
orer— 
eps at rane for the Modern Office. By Edwin Big Business and Radio. By Gleason L. 
: - Robinson. McGraw-Hill Book Company, Archer. The American Historical Com- 
e eng!- Inc., New York, 1939. 543 pages. $1.96. pany, Inc., New York, 1939. 503 pages. 
d Post- | The Manufacturer and Insurance. By Law- _ 
*s The tence S. Myers. The National Under- A Handbook for Business Speakers. Dart- 
seit. io ames. Cincinnati, 1939. 273 nell Publications, Inc., Chicago, 1939. 220 
- $3.00. pages. 
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Economic Consequences of the Seven-Hour Production Management. By A. M. Sir 
Day and Wage Changes in the Bitumin- Reviewed by Henry Post Dutton. American” 
ous Coal Industry. By Waldo E. Fisher. Technical Society, Chicago, 1940. 507 | 
University of Pennsylvania Press, Phila- pages. $3.50. 
delphia, 1939. 130 pages. $2.00. 


Copy Testing. Prepared by The Ady 
Financing Economic Security in the United Research Foundation. The Ronald Pree 
States. By William Withers. Columbia Company, New York, 1939. 131 pages, J 
University Press, New York, 1939. 210 $3.00. 
pages. $2.75. 


Health in Relation to Occupation. By H. M. © 

The Structure of Manufacturing Produc- Vernon. Oxford University Press, New 

tion. By Charles A. Bliss. National Bureau York, 1939. 355 pages. $4.50. 

of Economic Research, New York, 1939. 

= oo Tides in the Affairs of Men. An Anproch 

to the Appraisal of Economic Change, By 

Elmer Wheeler’s Tested Public Speaking. Edgar Lawrence Smith. The Macmillan 

By Elmer Wheeler. Prentice-Hall, Inc., a New York, 1939. 178 es 

New York, 1939. 173 pages. $2.00. $2.00 


: ‘ , Textile Markets: Their Structure in Rela- 
yen a Poet se seg 0 tion to Price Research. National Bureau | 


; of Economic Research, New York, 1939. 
—— — Chicago, 1939. 405 266 pages. $3.00. 


Education for Democracy. Proceedings of - 
the Congress on Education for Democracy, | 
Bureau of Publications, Teachers College, § 
Columbia University, New York, 1939. % 
466 pages. $2.50. ce 


Personal Finance Companies and Their 
Credit Practices. By Ralph A. Young et 
al. National Bureau of Economic Research, 
New York, 1940. 170 pages. $2.00. 


Here Comes Labor. By Chester M. Wright. The Complete Desk Book. By C. 0. ' 
The Macmillan Company, New York, 1939. Sylvester Mawson and John William Rob-- 
122 pages. $ .60. son. Thomas Y. Crowell Company, New § 

York, 1939. 374 pages. $2.50. 


Consumer Credit and Economic Stability. 
By Rolf Nugent. Russell Sage Founda- Principles of Charting. By Walter E. Wel 
tion, New York, 1939. 420 pages. $3.00. Barron’s Publishing Company, New York 
1939. 171 pages. $2.50. 


Trails to the New America. By John W. 


Herring. Harper & Brothers, New York, Industrial Political Economy. By Ed wif 
y. bY Ww. 
1940. 160 pages. $2.00. Henry Hempel. Pitman Publishing Cor- 
poration, New York, 1939. 454 pages. 


Government = gr By ?* P. 
McGraw-Hill Boo ompany, Inc., New 
York, 1939. Second edition, revised. ‘455 The Chain Store Tells Its Story. By John f 
pages. $4.00. P. Nichols. Institute of Distribution, Ine. 
New York, 1940. 274 pages. $1.00. 


Principles of Economics. By F. W. Taussig. 
The Macmillan Company, New York, 1939. Studies in Income and Wealth. Volume 
Fourth edition. Two volumes, pp. 547 and Three. National Bureau of Economic Re 
595, $3.00 ea. search, New York, 1939. 479 pages. ; 


80 The Management Review # 


r ' 





